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SUBJECT: STAFFDEL BRYEN/KRAFT: MEETING WITH PRIMIN SALIM 

1 . STAFFDEL BRYEN/KRAFT HAD HALF-HOUR MEETING WITH PRIMIN 
SALIM DECEMBER 5. 

3. GOE DEBTS. PRIMIN NOTED GOE SEEKING CONVERT ITS LE 800 
MILLION SHORT-TERM DEBTS TO MEDIUM OR LONG-TERM OBLIGATIONS 
WITH PERIOD OF GRACE. EGYPT NEEDS FOREIGN CREDITS TO COVER 
50 PERCENT OF ITS IMPORT REQUIREMENTS. LIQUIDITY PROBLEM IS 
ACUTE AND EGYPT NOW SEEKING ATTRACT EGYPTIAN SAVINGS FROM 
ABROAD. EXCHANGE RATE ISSUE BEING TACKLED AND, THANKS TO 
INCREASE IN IMPORTS UNDER OPEN DOOR, BLACK MARKET RATE ONLY 
FEW PIASTERS BETTER THAN OFFICIAL RATE. LATTER HAS BEEN 
INCREASED BY TWO OR THREE PIASTERS FROM TIME TO TIME 
TO THIS END. CONSEQUENTLY. PRIMIN THINKS DEVALUATION WILL 
NOT BE MAJOR PROBLEM AN IMPORTS CAN BE BROUGHT INTO INCENTIVE 
MARKET. 

3. SOVIET OBLIGATIONS. ASKED ABOUT IMPACT OF SOVIET OBLIGATIONS, 
PRIMIN EXPLAINED GOE PAYS ONLY DIFFERENCE IN IMPORT/EXPORT 
BALANCE— "142 MILLION RUBLES." THERE STILL NO FINAL 
AGREEMENT ON DEBTS, BUT (LAUGHING) "I THINK THEY ARE SATISFIED 
WITH WHAT THEY GET." HE EXPLAINED THAT EGYPTIAN EXPORT ITEMS 
SUCH AS SHOES, FURNITURE, PERFUME AND LIQUOR ARE OF SUCH 
INFERIOR QUALITY THAT THEY ARE NOT SALABLE OUTSIDE EAST BLOC. 
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CENTERED, PRIMIN NOTED IMPORTANCE OF RAISING PRODUCTIVITY 
BOTH OF LABOR AND OF CAPITAL GOODS. VISIBLE IMPACT ALSO 
IMPORTANT (E.G. NEW US BUSES). HE AGREED PROVISION OF BOOKS 
FOR UNIVERSITIES COULD BE VERY IMPORTANT, AS CAN TEACHER 
TRAINING. SINCE 62.5 PERCENT OF STUDENTS ARE BEING CHANNELED 
AWAY FROM HIGH SCHOOLS AND INTO VOCATIONAL TRAINING, THERE IS 
URGENT NEED IMPROVE FACILITIES (E.E. WORKSHOPS, ETC.) AND 
TEACHING SO THAT QUALITY OF SKILLED LABOR CAN IMPROVE. 
INDUSTRIAL PRODUCTIVITY HAS GONE UP THIS YEAR BY LE 326 
MILLION AND AGRICULTURAL PRODUCTIVITY, ESPECIALLY POTATOES 
AND RICE, HAS INCREASED. 

5. LABOR INCENTIVES. IN RESPONSE AMBASSADOR'S SUGGESTION 
MORE INCENTIVES NEEDED TO INCREASE PRODUCTIVITY, PRIMIN NOTED 
THAT DURING PAST TWO YEARS LE 7 MILLION HAS BEEN ALLOCATED 
FOR INCENTIVE FOR INDUSTRIAL LABORERS, BUT SYSTEM HAS NOT 
BEEN EFFECTIVE ACROSS THE BOARD SINCE SOME FACTORIES CONTAIN 
NEWER, MORE EFFICIENT MACHINERY. 

6. INDUSTRIAL SPARE PARTS. AMBASSADOR RECALLED WE WOULD LIKE 
LIST OF EGYPTIAN FIRMS WITH US EQUIPMENT SO THAT WE COULD 
HELP OUT, THROUGH CIP, ON SPARE PARTS PROBLEM. PRIMIN NOTED 
THAT THERE ARE VERY FEW US-EQUIPED FACTORIES EXCEPT IN 
SUGAR REFINING SECTOR. HE CLAIMED LATTER'S SPARE PARTS REQUIRE- 
MENTS NOW BEING MANUFACTIRED IN EGYPT. 

7 POLITICAL REORGANIZATION. ASKED WHETHER NEW POLITICAL 
SYSTEM WILL HAVE IMPACT ON ECONOMY, PRIMIN NOTED HIS 
PARTY'S PROGRAM IS SAME AS GOE ECONOMIC PLAN AND EMPHASIZES 
SOCIAL JUSTICE, ESPECIALLY THROUGH TAX REFORM. HE EMPHASIZED 
HE IS NOT WORRIED BY ANY POTENTIAL DANGER OF SUBVERSION FROM 
THE LEGT. HE HAS WARNED OPPOSTITION LEADERS THAT THEIR 
TAKING-TO-THE-STREETS TACTICS WILL BOOMERANG IF HE DOES 
THE SAME THING, SINCE IN THEIR OWN DISTRICTS, HIS APPEARANCE 
WOULD "WIPE THEM OUT." SOME LEFTISTS WANT TO BE ARRESTED, 

AND ARE PROBING THE LIMITS OF GOE TOLERANCE, BUT GOE, 

SECURE IN ITS POPULARITY, WILL NOT PLAY INTO THEIR HANDS. 

8. ABOVE SEEN BY STAFFDEL. 

EILTS 
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